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Clearinghouse Rule No. 00-022

LEGISLATIVE COUN CIL RULES CLEARINGHOUSE REPORT :’

This rule has been rev1ewed by the Rulcs Cleannghouse Based on that review, comments are
reported as noted below: C :

1. STATUTORY AUTHORITY [s. 227.15 (2) (a)] f

Comment Attached YES No [~]

2. FORM, STYLE AND PLACEMENT IN ADMINISTRATIVE CODE [s. 227.15 (2) (©)]

CommentAttachéd“ YES |~ | No D

3. CONFLICT WITH OR DUPLICATION OF EXISTING RULES [s. 227.15 (2) (d)]

Comment Attached = ,YESTQ . NO | : o

4. ADEQUACY OF REFERENCES TO RELATED STATUTES RI.H..ES AND FORMS
[s 227.15 @ (e)] : ‘

Comment Attached AT YES l:

CTUATION AND USE OF PLAIN LANGUAGE [5. 227152 ®]

Comment Attached ' YES NO |~

6. POTENTIAL CONFLICTS WITH, AND COMPARABEITY TO, RELATED FEDERAL
REGULATIONS [s. 227.15 (2) ()]

 Comment Attached YES [ | NOV

7. COMPLIANCE WITH PERMIT ACTION DEADLINE REQUIREMENTS [s. 227.15 (2) ()]

Comment Attached YES NO |~
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CLEARINGHOUSE RULE 00-022
COmments

[NOTE: All citations to “Manual” in the comments below are to the
Administrative Rules Procedures Manual, prepared by the Revisor of
Statutes Bureau and the Legislative Council Staff, dated September
1998.]

2. Form, Stvle and Placement in Administrative Code

. The rule does not contai
Manual] o

b. “SectioN 1” should precede “ETF 10.01 (1k)” and “hereby” should be deleted.
“SECTION 2” should precede “ETF 20.19” and “hereby” should be deleted. [See s. 1.04,
Manual.]

c. Ins. ETF 10.01 (1k), the second sentence of the definition of “benefit approval date”
should be moved since it contains additional substance. [See s. 1.01 (7) (b), Manual.]

d. The colons following the titles of the subsections in s. ETF 20.19 should be deleted.
[See s. 1.05 (2) (c), Manual.]

e. Ins. ETF 20.19 (2) (a), “(a)” should be deleted preceding “Creditable service.”

f. Ins. ETF 20.19 (2) (intro.), the citation to s. 40.25 (2), Stats., is not in proper format.
[See s. 1.07 (2), Manual.]

g. Throughout the rule, there are references to events occurring “before” and “after”
January 1, 2000 and “on or after” January 1, 2000. It is suggested that consistent terminology be
used throughout the rule (i.e., “before January 1, 2000” and “after December 31, 1999”).

a citation to statutes interpreted. [See s. 1.02 2) @),
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h. Ins. ETF 20.19 (5), “The” should replace “Such.”

i. The rule should contain an effective date provision. [See s.1.02 (4), Manual.]




State of Wxsconsm
' DEPARTMENT OF EMPLOYE TRUST FUNDS -- OFFICE OF THE SECRETARY
and
~ EMPLOYE TRUST FUNDS BOARD
WISCONSIN Kt: It‘,;:MEN,T BOARD o
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' PROPOSED RULE Creatmg ETF 10.01 (1k) and creatmg ETF 20. 19, Wssconsm
’Admmnstratwe Code, relatmg to the Department’s mterpretaﬂon of what Wisconsin Retirement
System creditable service is conS|dered to be performed before January 1, 2000 vs. considered
to be’ performed on or after that date under 1999 Wis. Act 11. A pubhc heanng onthis

. proposed rule has been scheduled for February 29 2000 ‘ ; , .

NOTICE OF HEARING AND PROPOSED RULE

~ NOTICE OF HEARING

The Wssconsm Department of Employe Trust Funds wﬂi ho d a pUbliC hearing to rev:ew the
proposed ruie which creates ETF 10.01 (1k) and ETF 20.19, Wi; isconsin Administrative Code,
reiat:ng to the Department s mterpretatuon of what Wtsconsm Retirement System credctable ;
service is con dered to be performed before Janua:y 1, 2000 vs. considered to be performed
onor after hat date under 1999 Wis. Act 11. The. public hearing will be held on Tuesday,
February 29, 2000 at 1:00 p.m. at the Department of Employe Trust Funds, Room 2B, 801
West Badger Road Madison Wnsconsm o ; -

, th e;prop ed ruie wﬂl be heid ooen until 4:301 m. on Wednesday, March
1, 2000 to permit the submission of written comments from persons unable to attend the public
hearing in person, or who wish to supplement testimony offered at the hearing. Any such
written comments should be addressed to Linda Owen, Department of Employe Trust Funds V
801 West Badger Road, P.O. Box 7931, Mad;son Wisconsin 53707-7931.

Analysis Prepared by the Wisconsin Department of Employe Trust Funds

Section 19 of 1999 Wis. Act 11 provides higher percentage rates to be used to calculate the
Wisconsin Retirement System benefits paid from the accounts of part:capants who are
participating employes on the effectwe date of this provision, but only for creditable service that
is considered to be performed before January 1, 2000. 1999 Wis. Act 11 provsdes some

clarifi cation of what creditable service shall be considered to be performed before January 1,
2000, but further cianf catlon is requ;red to admmlster this legislation.

1999 W!S Act 11 prov ides that servsce forfeited through a separatlon benefit prior to January 1,
2000 shall be considered to be pen‘ormed before that date; the rule would further clarify that
service forfeited on or after January 1, 2000 and later purchased is considered to be performed
on or after that January 1 2000 The rule also cianﬁes that all other purchased service that



was actuai y performed before January 1 2000 shali be considered to be performed before that
date.

1999 Wis. Act 11 provudes that the years of credrtab!e mi |tary service for which a parti crpant is
to be performed before that date The proposed rule wouid further clanfy that the years of
military service that are considered to be performed before January 1, 2000 are the years for
which the participant would be eligible if the participant would not accrue any additional service
after January 1, 2000, except that if after January 1, 2000 the parhc:pant purchases credttabie
service that is consxdered to be’ performed before January 1, 2000 those years of “pre- -2000”
‘service are treated as pre~2000” years of service and may mcrease the years of creditable
military service that are considered to be performed before January 1, 2000. The proposed rule
would also clarify that assumed creditable service used to calculate a Wisconsin Retirement
System disability benefit that is calculated through December 31, 1999 is considered to be
performed before January 1, 2000 S - T

The rule would also clarify that the percentage of the participant’s account awarded to an
alternate payee in a qualified domestic relations order shall apply equally to the participant’s
years of creditable service that is considered to be performed before January 1, 2000 and the
years of service considered to be performed on or after January 1, 2000 that date that is
credited or credltabie to the partzcapani’s account as of the decree date. The credrtabie mrhtary
service cred:ted to the aiternate payee's acoount is that is considered to be'performed either
before January 1, 2000 or performed on or after that date is based on the itable mmtary
service for which the part:c:pant would be ehgrbie based sole!y on the participant’s years of ‘
servrce that are credrted or credstable to the partxcspant’s account as of ihe decree date.

Finauy, the rule specifies the treatment of creditable service for the purpos"e of determmmg the
‘ wapphcabie percentage rate used to calculate Wisconsin RetzrementySystem benefits aftera

Authority for Rule

Wis. Stat. s. 227.24; s. 40.03 (2) (i)

lnitial Fiscal Estimate

The rule has no fiscal’ 1mpact on county caty, vrllage town school drstr ct, technscal coiiege k
district and sewerage district fiscal liabilities and revenues. This rule itself has no anticipated
state fiscal effect during the current biennium and no future effect on state funds, which do not
include the Public Employe Trust Funds. The costs of rmpiementmg an Apn 1, 2000 drs’mbut ion
to annuitants of funds transferred into the annui ity reserve by the special TAA transfer :
mandated in this legislation was incorporated into the fiscal effect prepared for 1999 Assembly
Bill 495. However, if the payment of the special dividend resultmg from the extraordmary
. transfer from the TAA was to be deiayed after Apnl 1, 2000 — for exampie because of an
mjuncison or court aotron then previously unanti cxpated costs in distributing these funds will
arise. If the distribution survives review by the courts, then additional payments would be owed
to annuitants, some of whom may have died in the interim. DETF anticipates at least some




administrative costs in locating, notifying and processing claims by estates or heirs of deceased
annuitants, sxmtlar to the costs incurred in making the distribution required by the Supreme
Court in WRTA v. Employe Trust Funds Board, 207 Wis. 2d 1, 558 N.W.2d 83 (1997). The
exact amount of these costs will depend, in. iarge part, on how long the htigauon over this
legislation remains before the courts and the. mortai:ty experience among the affected
annuitants durmg the penod o5 ;

Initial Réqmatorv Flexibiiitv Analysis

The Department annmpates that the prov:snons of this proposed rule w;H have no dlrect adverse
effect on small businesses. : o

Copies of Rule and Contact Persons

Copies of this rule are ava:iable without cost by maksng a request to the Department of Emp oye

Trust Funds, Office of the Secretary, P.O. Box 7931, Madison, Wisconsin 53707, telephone

(608) 266-1071. For questions about this rule making, please call Linda Owen, Pohcy Anaiyst

for the Division of Retlrement Serv;ces at (608) 266-8164

SEerTon Lo  TEXT OF PROPOSED RULE

ETF 10. 01 (1k) is he#eby created to read: s o it
ETF 10.01 (1k). “Benefit approval date,” means h ;date recorded in the
voucher date box on the “Single Sum Benefit Data;

ET-7102 or the .
electronic equwa!ent assomated with the benefit payment. The same date sha I
: ing th ,date an apphcatlon for a separauon

is approved under . 40.04 (4) (b) or (bm) or40.73 (*1)(a) of (2} (a)? L

f\w@:z 15, ETF 20.19 is hereby created to read:

ETF 20.19 Treatment of purchased and other credttable servwe for percenta e rates
used to calculate retirement, disability and certain death benefits. (1) PURPOS e 1999
Wisconsin Act 11 provides a higher percentage rate under s. 40.23 (2m) (e), Stats., for
creditable service performed before January 1, 2000. The purpose of this section is to further
clarify what percentage rate will apply to creditable service added to a participant’s account
through service purchases, creditable military service, creditable prior service, and any other
service added to the participant’s account as a result of a court decision, ieglslat;on or any.
other means, and assumed creditable service used to calculate a disability benefit as provi ided
ins.40.63 (8), Stats. ;

(2) PURCHASED AND OTHER CREDITABLE SERVICE For purposes of
s. 40.23 (2m) (e), Stats all of the following shall apply: (a) For purposes of s.
40.23 (2m) (em) 1. a.; (a)”Credutab e service is forfeited on the date the
parttcxpants apphcation ora separatnon benefit is approved under Wis. Stat y

NOTE Sees ETF 10. 01 (1k) ;

(b) Purchased creditable service forfeited after January 1, 2000 shall be conssdered to be
performed on or after January 1, 2000.
(c) Purchased creditable service that was originally forfeited before January 1, 2000, which



is purchased under s. 40.25 (6), Stats. and is subsequently reforfeited after January 1, 2000,
through-a separat;on benefit paid under s. 40.25 (2), Stats., then later repurchased under s.
40.25 (6), Stats., shall be considered to be performed on or after January 1, 2000. '

(d) A participant who applies to purchase forfeited service under s. 40.25 (6), Stats., and is
eligible to purchase both service that was forfeited before January 1, 2000 and service that was
forfeited after January 1, 2000, but is not eligible to purchase all of the forfeited service due to
the restrictions in s. 40.25 (6) (a) 2., Stats., shall first receive credit for the maximum possible
amount of purchased service that would be considered to be performed before January 1,

2000.
(e) A quahfymg period of service purchased under s. 40 02 (17) (b) Stats shali be
~ considered to be performed before January 1, 2000.

(f) Executive service purchased under s. 40.02 (17) (e), Stats shall be considered to’ be
performed before January 1, 2000.

(g) Creditable service granted under s. 40.02 (17) (gm) for services performed as an
assistant district attorney shall be considered to be performed before January 1, 2000.

(h) Teacher improvement leave purchased under s. 40 02 (17) (s) Stats shall be

- considered to be performed before January 1,2000.

(i) Junior teacher service purchased under s 40. 02 (17) (k) Stats shaﬂ be oonsadered to
be performed before January 1, 2000. i

(j) Service performed as a member or employe of the Iegts lature or empioye of a legislative
service agency that is purchased under 1999 Wis. Act 11, section 27 ( (2), shall be considered to
be performed before January 1, 2000.

(k) Creditable prior service credited under s. 40.02 (16), Stats., that was actually performed
before January 1, 2000 shall be considered to be performed before January 1, 2000.
Creditable prior service that was actuaiiy performed on or after January 1, 2000 shali be
considered to be performed on or after that date. i

() Any other: servace aciuauy performed before January 1?

2000 that is credited to the
,partioipani’s acco‘ ' o

other means shall be i

(3) CREDiTABLE MiLtTARY SERV!CE (a) For purposes of s. 40 23 (2m) {e) Stats :
‘except as prowded in par. (b), creditable military service based on creditable service performed
before January 1, 2000 means the years of creditable military service based on creditable
service performed before January 1, 2000 as specified in s. 40.23 (2m) (em) 1. c., Stats.,
means the years of creditable military service for which the participant would be eligible that are
based on the years of service that are considered to be performed before January 1, 2000.
Creditable service that is considered to be performed on or after January 1, 2000 does not
increase the amount of credntabie military service that is cons.dered to be performed before
January 1, 2000. :

(b) Any additional creditable mnhtary service for Wthh a part:cxpant is ehglbie based on
creditable service added to a pammpant,s account on or after January 1, 2000, thatis
considered to have been performed before January 1, 2000 under sub. (2) or s. 40.23 (2m)
(em) 1. a. or b., shall be considered to be based on service performed before January 1, 2000.

(4) ASSUMED SERVICE FOR DISABILITY BENEFITS: (a) The assumed creditable
service under s. 40.63 (8), Stats., that is calculated through December 31, 1999 shall be
considered to be performed before January 1, 2000, and the assumed creditable service
calculated for any period on or after January 1, 2000 shall be consudered to be performed on or
after that date.

- (b) Any assumed creditable military service for which a partxc;pant is eligible based on



actual and and assumed creditable service that is calculated through December 31, 1999 shall
be considered to be performed before January 1, 2000. Any assumed creditable military
service for which a participant is eligible based on actual and assumed creditable service that i is
calculated for any period on or after January 1, 2000 shall be considered to be performed on or
after that date.

(5) CREDITABLE SERVICE FOR PERIODS OF TEMPORARY DISABILITY: Creditable
service granted for any period of temporary disability through December 31, 1999 under s.
40.29, Stats., shall be considered to be performed before January 1, 2000. @credltable
service granted for any period of temporary disability on or after January 1 2000 shall be
__considered to be performed on or after that date.

_(6) TREATMENT OF CREDITABLE SERVICE AFTER A RETIREMENT ANNUITY IS
TERMINATED AND THE ACCOUNT REESTABLISHED: (a) Except as provided under par.
(b), when a participant's account is reestablished under s. 40.26 (2), Stats., if the participant
was not a participating employe on or after January 1, 2000 but before the effectrve date of the
participant's retirement annuity that was terminated under s. 40.26 (1), Stats., the percentage
rates under s. 40.23 (2m) (e), Stats., shall not apply to the creditable service considered to be
performed before January 1, 2000 that was performed before the annuity effective date.

(b) If the participant whose account is reestablished under s. 40.26 (2), Stats., meets the
- criteria established in s. 40.26 (3) (bm), Stats., the percentage rates under s. 40. 23 (2m) (e),
Stats., shall apply to an amount of the creditable service considered to be performed before
January 1, 2000 that was performed before the annuity effectivé daté that is equal to the
amount of service earned under s. 40.26 (3) (bm) 1., Stats. Any service earned under s. 40.26
(3) (bm) 1., Stats., that is performed before January 1, 2000 shall be considered to be
performed after that date, and any service earned under s. 40.26 (3) (bm) 1., Stats., that is
performed on or after January 1, 2000 shall be consndered to be performed on or after that
date.

(7) TREATMENT OF CREDITABLE SERVICE AFTER A DISABILITY ANNUITY IS
TERMINATED AND THE ACCOUNT REESTABLISHED: (a) When a participant’s account is
 reestablished under s. 40.63 (10), Stats., if the pamcrpant is a participating employe on or after
January 1, 2000, all creditable service that is considered to be performed before January 1,
2000 under this section and under s. 40.23 (2m) (em), Stats., shall be considered to be
performed before January 1, 2000 for any subsequent benefit calculations.

(8) CREDITABLE SERVICE DIVIDED PER A QUALIFIED DOMESTIC RELATIONS
ORDER: (a) The percentage of a participant's account that is awarded to an alternate payee in
qualified domestic relations order under s. 40.08 (1m), Stats., shall be applied equally to the
creditable service considered to be performed both before January 1, 2000 and the service
considered to be performed on or after that date which is credited or creditable to the
participant’s account as of the decree date. _

(b) The percentage of a participant’s account that is awarded to an alternate payee in a
qualified domestic relations order under s. 40.08 (1m), Stats., shall be applied equally to the
creditable military service considered to be performed both before January 1, 2000 and the
creditable military service considered to be performed on or after that date for which the
participant would be eligible based on the years of service that are credited or creditable to the
participant’s account as of the decree date. Creditable service performed after the decree date
does not increase the amount of creditable military service that is awarded to the alternate
payee.

(END OF RULE TEXT)
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Department of Employe Trust Funds, P.O. Box 7931, Madison, Wisconsin, 53707-7931.
Telephone: (608) 261-8164. FAX: (608) 267-4549, s

For information about this rule, please contact: Linda Owen, Benefits Plan Policy Analyst,

Statement Explaining Need for Rule: ;
1999 Wisconsin Act 11 (Act 11) provides a higher formula factor for service performed
before January 1, 2000. Act 11 contains specifies how military service and certain
purchased service will be allocated to pre-2000 vs. post-1 999 service, but needs further
clarification or is silent for certain types of service. This rule is necessary for determining
exactly how military, purchased and other service will be allocated to pre-2000 and post-
1999 service for the wide variety of issues that can arise. The DETF is required by Wis.

Wis. Stat. s. 40.03 (2) (j)

Statute‘s_lntemreted:

Wis. Stats. § 40.23 (2m) (€)1.2,3.and 4. as amended by 1999 Wis, Act11,and Wis,
Stat. 40.23 (2m) (ém) 1.2, b. and c. as created by 1999 Wis. Act 11, e



NOTE: See “benefit approval date” in s. ETF 20.19 (2) (a), "r,:até the application for 5
Separation benefit is approved” in S. 40.25 (2), Stats., and reference to the month in which the
payment of a benefit is approved in $s. 40.04 (4) (b) and (bm) and 40.73 (1) (a) and (2) (a),

Section 2:

ETF 20.19 is created to read: | s bE o ‘
- ETF 20.19 Treatment_of purchased and other creditable service for percentage rates

used to calculate retirement, disability and certain death benefits. (1) PURPOSE. 1999

Wisconsin Act 11 provides a higher percentage rate under s, 40.23 (2m) (e), Stats., for
creditable service Pperformed before January 1, 2000. The purpose of this section is to further
clarify what percentage rate will apply to creditable service added to a participant’s account
through service purchases, creditable military service, creditable prior service, and any other
service added to the participant’s account as 3 result of a court decision, legislation, or any
other means, and assumed creditable service used to calculate 3 disability benefit as provided

ins. 40.63 (8), Stats, ok b adon LB sy

(2) PURCHASED AND OTHER CREDITABLE SERVICE. For purposes of

benefit approval date or a benefit paid under s, 40.25 (2), Stats.

NOTE: Sees. ETE 10.01 (1k). , ;

(b) Purchased creditable service forfeited after January 1, 2000 shall be considered to be
performed on or after January 1, 2000, ‘

a) 2., Stats., shall first receive credit for the maximum possible
amount of purchased service that would be considered to be 'perfonned‘before January 1, 2000,

(e) A qualifying period of service purchased under s, 40.02 (17) (b), Stats., shalj be
considered to be performed before January 1, 2000, ~ ; , ~

f Executive service purchased under s, 40.02 (17) (e), Stats., shall be considered to be
performed before January 1, 2000, . i R ot

() Creditable service granted under s. 40.02 (17) (gm) for services performed as an
assistant district attorney shall be considered to be performed before January 1, 2000,

(h) Teacher improvement leave purchased under s. 40.02 (17) (i), Stats., shall be
considered to be,perfonmd~%hefnr’efJanuary 1,2000. 4 - e ~

(i) Junior teacher service purchased under s. 40.02 (17) (k), Stats., shall be considered to
be perfonned‘beforeiJanuary 1,2000. . e P — s

() Service performed as a member or employe of the legislature or employe of a legislative
service agency that is purchased under 1999 Wis. Act 11, section 27 (2), shall be considered to
be performed before January 1, 2000, S ‘



(b) The percentage of a Participant's account that is awarded to an alternate payeein a
qualified domestic relations order under s. 40.08 (1m), Stats., shall be applied equally to the
creditable military service considered to be performed both before January 1, 2000 and the
creditable military service considered to be performed after December 31, 1999, date for which
the participant would be eligible based on the years of service that are credited or creditable to
the participant's account as of the decree date, Creditable service performed after the decree

date does not increase the amount of creditable military service that js awarded to the altemate

payee.
(END OF RULE TEXT)

Effective Date:
This rule shall take effect on the first day of the month following publication in the register,

as provided in s. 227.22 (2), Stats.

Explanation of Modifications as Resuit of Testimony at Public Hearing:
No testimony was offered at the public hearing.

List of persons a aring or registering for or against the rule: _
No persons appeared or registered either for or against the rule at the public hearing on

, Febmary..’ZQ,ZQOO; The record was held open for written comments until Wednesday,

March 1, 2000, but no comments were received.



islative Council Staff Recommendations: ; B0

All the recommendations of the Legislative Council Staff were accepted and implemented
except one. With respect to comment 2.c., the proposed definition of “benefit approval date”
was revised to clarify that the DETF intended only to provide a definition of the approval date for
the rule and for identifying the date referred to in Wis. Stat. § 40.04 (4) (b) and (bm), 40.25 (2),
and40.73 (1) (@)and (2 (). | i
Board Authorizations for Promulgation: - L S

This final draft report on Clearinghouse Rule #00-022 has been duly approved for submission to

Respectfully Submitted,
DEPARTMENT OF EMPLOYE TRUST FUNDS

ép«.« ﬁf/(’W o ,~ Date ?//3/0(9
Eric O. Stanchfield, €ecretary ’
Wisconsin Department of Employe Trust Funds
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